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Thank you f a Q ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  testify and provide prepared testimony today. For the record, my 
name is Ritch Steven. I am a Lead AARP Advocacy Volunteer. 

nz CORP COMMISS, 

AARP is a non-profit, nonpartisan membership organization with more than 800,000 members 
throughout Arizona. 

AARP helps people 50 + have independence, choice and control in ways that are beneficial and 
affordable to them and society as a whole. 

AARP is committed to fight for consumer protections so people can save real money for 
themselves and their families and keep their dream of a better future a “real possibility.” 

AARP strongly opposes the “Policy Statement on Income Tax Expense for Tax Pass-Through 
Entities” that is being considered by the Arizona Corporation Commission today. 

It is difficult to imagine why the Commission would even entertain the requests being made by 
some private for-profit water companies that their ratepayers pay, as part of their individual water 
rates, for some of the personal income taxes of company owners. 

If these water company owners wanted to avoid paying personal income taxes on their earned 
income from this utility, they could have chosen to change the company’s tax status at any time. 

Forcing captive ratepayers to pay the personal taxes of these water company owners is bad public 
policy. These water companies want all the benefits a preferential tax status confers to them, 
namely an avoidance of corporate income tax, and now in addition, an avoidance of all personal 
income tax liabilities by having the ratepayers pay their income taxes for them. 

It‘s a neat deal if you can get it - having company shareholders avoid all taxation by passing their 
financial liability on to the ratepayers in the form of higher water rates. 

The ACC staff did a thoughtful and thorough analysis of this proposal in July, 2012 and rightly 
concluded, “It is not in the public interest to require Arizona ratepayers to pay the personal income 
tax liabilities of utility owners’ pass-through distributions of utility income.” 

The ACC staff further recommended that the Commission continue “not recognize income taxes as 
a component of the cost of service.” 

Pure and simple, this is a money grab by water company owners. 

If approved by the Commission, it will open the proverbial “flood gates” to higher water rates for 
many older Arizonians. There are a significant number of these private water utilities that serve 
retirement communities across Arizona that are closely watching the decisions you make regarding 
this policy, and if the Commission permits this policy change request many millions of dollars in 
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private investor tax liabilities will be redistributed in the form of higher water rates to the ratepayers 
of these communities. 

Nobody likes to pay more than their “fair share” of utility rates or taxes. 

AARP urges the Commission to continue its current policy which makes sense, is good public 
policy and supports the Commission’s constitutional obligation to prescribe just and reasonable 
rates and reject this new policy statement as bad public policy and as unfair to customers. 

The commission voted this type of policy statement down once in the past. It was the right thing to 
do then and it’s the right thing to do now. 

Thank you for your consideration and for giving me the opportunity today to speak 
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